NASAA SMALL COMPANY OFFERING REGISTRATION (SCOR)
MANUAL

This Manual has been prepared to help you complete the Form U-7 Disclosure Document.
It contains instructions for completing the Items in the Form. If you need further
information, contact your State or Provincial securities requlator or the North American
Securities Administrators Association.

(www.nasaa.orq)

Cover Page - Page 1

FORM U-7
DISCLOSURE DOCUMENT

Place Company Logo (if any) here or to left or right of Company Name

(Exact name of Company as set forth in Articles of Incorporation or Organizational Documents)

Street address of principal office:

Company Telephone Number:

Person(s) to contact at Company with respect to offering:
Telephone Number (if different from above):

Type of securities offered:

Price per security: $

Sales commission, if any: %

Minimum number of securities offered:

Maximum number of securities offered:

Total proceeds: If minimum sold: $

If maximum sold: $

Investment in a small business is often risky. You should not invest any funds in
this offering unless you can afford to lose your entire investment. See Item 1 for a
discussion of the risk factors that management believes present the most substantial risks to
you.

The date of this Disclosure Document is
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The first two pages of your Disclosure Document are the COVER PAGE and the
EXECUTIVE SUMMARY. These pages summarize and highlight some of the essential
information of the offering.

Make sure the Cover Page contains the specified information. Do not add any
additional information to the Cover Page.

If you have a problem fitting the required information on this page, contact your
securities regulator.

The first two items on the Cover Page are the address of the Company’s principal
office and the Company’s telephone number. You may add other ways to contact
the Company, such as a facsimile number, an e-mail address, and a web site
address.

The next two items on the first Cover Page are:

Person(s) to contact at Company with respect to offering:
Telephone Number (if different from above):

If the Company's officers, directors, or employees will offer and sell its securities,
respond to these items with their name(s) and telephone number(s). You may
include other ways to reach these people, such as a facsimile number or an e-mail
address. Check with the securities regulatory agencies in the jurisdictions where the
Company will offer its securities to determine whether these people will need to be
licensed or registered.

Delete these two items if the Company will offer its securities through sales persons
or finders who are not officers, directors, or employees.

Alternatively, the Company may have someone at the Company available to answer
guestions about the Company, or the offering, even though it has contracted with
other sales persons to offer the securities. In that case, respond to these items with
the names, telephone numbers, etc. of those officers, directors, or employees.
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The next item on the Cover Page is:

Type of securities offered:

You must describe the security in detail. If the Company, for example, is offering
Preferred Stock with non-cumulative dividends, your response should clearly
disclose that fact.

Cover Page - Page 2

Executive Summary

The Company
Describe the business of the Company.

Describe how the Company plans to carry out its activities.

This Company:

Has never conducted operations.

Is in the development stage.

Is currently conducting operations.

Has shown a profit in the last fiscal year.
Other (Specify):

1 ————
et e ] b )

(Check at least one, as appropriate)

Jurisdiction and date of formation:
Fiscal year end:
(month) (day)

How the Company Will Use Your Money
Describe how the company intends to use the proceeds of this offering.

For more information about how the Company will use your money, see Item 30.
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The Principal Officers of the Company
The principal officers of the Company and their titles are:

Chief Executive Officer:
Chief Operating Officer:
Chief Financial Officer:

For more information about these officers, see Iltem 77.

The Offering

Name of Sales Person(s):
Address:
Telephone Number:

Is there an impound of proceeds until the minimum is obtained? []Yes [ ] No
(See Items 73 - 76)

Is this offering limited to members of a special group, such as employees of the Company or
individuals? []Yes [1No (See Item 72)

Is transfer of the securities restricted? []1Yes [1No (See Item 53)

This offering is available for sale in the following states:

You should consider the terms and risks of this offering before you invest. No
government regulator is recommending these securities. No government regulator has
verified that this document is accurate or determined that it is adequate. It is a crime for
anyone to tell you differently.

Make sure the Executive Summary contains the specified information. Do not add any
additional information to the Executive Summary.

If you have a problem fitting the required information on this page, contact your
securities regulator.
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The first section of the Executive Summary contains information about the
Company. Be especially brief in your answer to the first two items. Try to limit each
response to four sentences or less.

The first item is:

Describe the business of the company.

Briefly describe what business the Company does or plans to do. Include a
description of the Company’s products, goods or services. Indicate which are
currently produced or provided and which are planned for the future.

The second item is:

Describe how the company plans to carry out its activities.

Briefly describe how the Company will produce or provide its products or services and
how and when it intends to carry out these activities.

The third item is:

This Company:

Has never conducted operations.

Is in the development stage.

Is currently conducting operations.

Has shown a profit in the last fiscal year.
Other (Specify):

(Check at least one, as appropriate)

— e
[y S [ S | S -1

Be sure to correctly characterize the Company’s stage of development. You may need
to check more than one box.

Generally, a company is in the development stage if substantially all of its efforts are
devoted to establishing its business. A development stage company generally has
commenced principal operations, but has not yet produced significant revenues.
Development stage activities include: establishing a business plan; raising capital;
engaging in research and development; establishing supply sources; acquiring property,
plant, and equipment; recruiting and training personnel; developing markets; and
starting up production.
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After you have completed the entire Disclosure Document, review the Cover Page and
Executive Summary for accuracy.

The Company has included in this Disclosure Document all of its representations
about this offering. If anyone gives you more or different information, you should ignore
it. You should rely only on the information in this Disclosure Document.
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A TABLE OF CONTENTS is a required feature of the Disclosure Document.

After you have completed the entire Disclosure Document, review the page numbers in
the Table of Contents against the actual content of the rest of the Disclosure Document
as printed. Be particularly careful to check the page numbers in the Table of Contents

of the document you file with securities regulatory agencies.

When the Company makes its offering document available in other types of media,
such as when the Company e-mails it as an electronic document or places it on its web
site, the page numbers will change. Add a note to each page of the Table of Contents
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stating that the page numbers correspond to the printed version of the Disclosure
Document.

RISK FACTORS

1. List in the order of importance the factors that the Company considers to be the most
significant risks to an investor.

PURPOSE. The purpose of risk factors is twofold

. To warn investors of the risks involved in purchasing the security; and
. To protect the Company from later claims that investors were not told all
of the material risks.

AVOID GENERALIZED STATEMENTS. You should avoid generalized statements and
include risk factors that are specific to the Company and the offering. No specific
number of risk factors is required to be identified. Do not respond to Item 1 with a
statement that there are no risks to purchasing securities in the offering. Every offering
of securities involves risks. Additionally, do not qualify statements of risk in any manner
that is intended to minimize the importance of the risks.

RISK FACTORS COMMON TO SMALL COMPANIES. There are several risks that are
common to most small companies, especially those in the development stage. These
risks include:

. cash flow and liquidity problems

. inadequate capitalization

. inexperience of management

. absence of operating history

. absence of a market for the company’s products or services; and
. absence of a market for its stock or other securities.

OTHER RISK FACTORS. Other risk factors commonly appearing in connection with a
securities offering address absence of profitable operations in recent periods, an erratic
financial history, the overall financial position of the Company, the nature of the
business in which the Company is engaged or proposes to engage, conflicts of interest
between the Company and Management, arbitrary establishment of offering price, and
reliance on the efforts of a single individual for success in operating the business. This
listing is not intended to be inclusive as risks vary according to the nature of the
Company’s business and the type of security offered.

SPECIAL RISK FACTORS RELATED TO SALES OF PREFERRED STOCK OR
DEBT. When a Company sells preferred stock or a debt security, generally the
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purchaser expects to receive a preference on payments of dividends or interest.
Consequently, additional risk factors are required addressing the ability of the Company
to pay the preference or repay the debt and the possibility that the preference may not
be paid or the debt repaid at all. These risks may be the most important risks disclosed
in connection with the offering and you should place them in an appropriate position.

PLACEMENT OF RISK FACTORS. Each risk factor should be stated in a separate
concise paragraph. The title of the paragraph should state in specific language the risk
discussed in the risk factor. The risk factors should appear in order of importance with
the most important risk factors appearing first. If the Company has no operating history
or a limited operating history, generally, risks addressing the Company’s financial
condition should appear first. This is especially true in a debt or preferred stock
offering.

You should include cross-references at the end of each risk factor to the place in the
Disclosure Document where the risk is discussed in detail. You may find it helpful to
write your risk factors and determine their priority after you have completed all the other
Items in the Disclosure Document.

Examples of risk factors can be found in Appendix A.

BUSINESS AND PROPERTIES

GENERAL DESCRIPTION OF THE BUSINESS

2. Describe the business of the Company, including its products or services.

DESCRIPTION OF THE BUSINESS. Describe the Company’s business, focusing on
the products or services the Company will be selling. Be brief, but include enough
information that a person who knows nothing about the Company’s business can
understand what the Company does or will do. If the nature of the Company’s business
is technical, you should consider whether to include definitions or an explanation of
terms in your response to this Item.

Cover the Company’s main product or service and explain the context in which the
Company provides the product or service. Answers that discuss how the Company
intends to produce the products belong in Item 3; answers about the Company's
competitive strategy belong in Items 13 and 14 and answers that discuss the
Company's marketing strategy belong in Item 15.

In describing the business you should answer these questions:
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Who does the Company sell its products or services to?

Why are customers using the Company's products or services?

Is the Company's business retail or wholesale?

Are products made to customer specifications or mass-produced?

PRESENT v. FUTURE OPERATIONS. Your response to this Item must be broken
down into its parts:

. What products or services the Company produces or offers now; and
. What products or services the Company proposes to produce or offer in
the future.

Generally, you should limit your answers to activities the Company presently engages in
and activities in which it intends to engage in the next 12 months. If the Company plans
to engage in activities using money from sources other than the proceeds from this
offering of securities, your answer should disclose this fact. You should consider
discussing these activities in a separate paragraph.

MULTIPLE PRODUCTS OR BUSINESSES. If you disclose that the Company will
undertake to manufacture a number of products or provide more than one service, the
disclosure must be directed to the Company’s first (or most important) product or
service. You should emphasize the product or service covered by the proceeds from
the offering. Generally, the time frame for the development of a small company should
correspond to the use of its available resources and the use of the offering proceeds.

3. Describe how the Company produces or provides these products or services and how and
when the Company intends to carry out its activities.

MANUFACTURING COMPANIES. Your answer should address manufacturing,
assembly, and marketing. It is important to disclose what the Company does itself and
what it relies on others to do. For example, the Company might manufacture the final
product; it might manufacture components and sell them to others who will produce the
final product; or it might assemble a product from components it purchases. You
should disclose who markets and distributes the Company’s product and what
resources (plant, inventory, employees, capital) the Company will need to start or
continue manufacturing, assembling, marketing and/or distributing the product.

If the Company plans to offer a new product, disclose the present stage of
development, including whether or not the Company has a working prototype. Indicate
if the Company will use a material amount of its resources to complete development of
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the product, and estimate the amount of resources the Company will need to complete
development of the product.

If the Company already is producing a product, emphasize how the production of the

product will change when the Company has access to the offering proceeds. Discuss
what will happen if the Company raises the maximum offering proceeds and what will
happen if the Company raises the minimum offering proceeds. The disclosure should
be consistent with Item 30, Use of Proceeds.

You should avoid using technical terms to describe the production process, but if you
must use them, they should be defined.

SERVICE COMPANIES. If the Company provides a service or intends to provide a
service in the future, you should discuss promotion activities, including advertising,
public relations, publicity and networking. With respect to an existing service, you
should disclose how the service would change when the Company has access to the
offering proceeds. Discuss what will happen if the Company raises the maximum
proceeds and what will happen if the Company raises the minimum proceeds. The
disclosure should be consistent with Item 30, Use of Proceeds.

FOREIGN OPERATIONS. If the Company has a plant, an office or other operations in
a foreign country, or is dependent upon foreign suppliers or companies, summarize
matters particular to its international operations.

SUPPLIERS

4. Does the Company have any major supply contracts? [ ]Yes [ 1No
If yes, describe.

Describe the material terms of major or sole source contracts. Material terms include
such Items as a requirement to purchase a minimum amount of raw materials or
supplies, a requirement to purchase at a specified price, or other performance
requirements.

5. @ Is the Company dependent upon a limited number of suppliers?

[]Yes [ ] No If yes, describe.

5. (b) Does the Company expect to continue to be dependent upon a limited number of
suppliers? []Yes []No If yes, describe.
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Items 5 (a) and (b) are included for the purpose of disclosing the impact on the
Company’s business should it lose its ability to obtain essential raw materials or other
supplies or services. Disclose whether the Company depends on or expects to depend
on one or a limited number of suppliers for essential raw materials or other supplies.
Discuss the impact on the Company if its supplier(s) drastically raises prices, or
interrupts or discontinues supplies. You should answer the following questions:

. Are there other sources of supply?
. How long will it take to replace the supplies?
. At what cost?

You should disclose the consequences of the impact in this Item and you should further
consider if a special risk factor should be included in Item 1, Risk Factors.

CUSTOMER SALES AND ORDERS

6. Does the Company have any major sales contracts? [ ] Yes [1 No.
If yes, describe.

Describe the material terms of major existing sales contracts, including the quantity or
quality of the goods and services, or performance dates. If a major contract is oral or
informal, you should disclose that fact and the difficulty of enforcing the contract.

If the status of any major contract is uncertain or subject to cancellation, include
disclosure in Item 1, Risk Factors.
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7. State the total amount of the Company’s sales of products or services for the most recent
12 month financial reporting period.

If the Company has not had sales, state so here, and state that you will not be
responding to Items 8 through 11.

8. State the dollar amount of a typical sale.

You should be careful to point out if the figure disclosed represents an average rather
than actual order size.

9. Are the Company’s sales seasonal or cyclical? []Yes []No If yes, explain.

If the Company has sales, disclose what percentage of the Company’s annual sales
revenues are received in each financial quarter. If the pattern of sales shows significant
variation among the quarters, disclose the reasons for the variation.

10.  State the amount of foreign sales as a percent of total sales for last fiscal year: %.
Explain the nature of these sales, including any anticipated changes.

If the Company sells its product or service in a foreign country, summarize matters
particular to that country that may have a negative impact on the ability of the Company
to conduct business in the country. Such matters may include: devaluation of currency,
political instability, or international trade agreements. Describe the impact on the
Company. If the impact on the Company’s operations is or might be substantial,
disclose that in Item 1, Risk Factors.

11. Name any customers that account for, or based upon existing orders will account for, a
major portion (20% or more) of the Company's sales.

Disclose any special legal or business relationship the Company has with the customer.
Also disclose whether the loss of the customer would have a material adverse effect on
the Company. You should consider whether the impact of the loss warrants a special
disclosure under Item 1, Risk Factors.

In applying the 20% test, a group of affiliated customers should be regarded as a single
customer.
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12. State the dollar amount of firm orders.

A firm order is an order that has been confirmed and is not subject to cancellation in the
usual course of business. If the Company does not have firm orders, state that you
have not completed this Item because the Company has no firm orders.

COMPETITION

\ 13.  (a) Describe the market area in which the business competes or will compete.

Generally, limit the discussion of competition to the Company’s geographic area. For
example, if the Company is building budget motels in a particular city it should discuss
competition in the surrounding metropolitan area and not address competition across
the state or the United States. If, however, the Company truly competes with
businesses outside its geographic area, you should discuss those businesses. An
example of a company whose market is outside its geographic area is a company that
does business mainly over the Internet.

You should not include information from segments of the market in which the Company
does not or will not operate. For example, if the Company is in the business of
operating a budget motel, it should not include information relating to resort hotels.

You should not use industry information to project how much the Company could sell if
it achieves a certain market share. If you disclose facts and figures, you may be
required to file information to document their source.

13. (b) Name the Company's principal competitors and indicate their relative size and
financial and market strengths.

Identification of the Company’s principal competitors requires a two-step analysis. First,
identify the Company’s customers and potential customers. Then determine whether
other companies exist that are likely to fulfill the needs of the Company’s customers
and potential customers. You should not forget that another company might use a
different method or product to satisfy customers’ needs. These companies are
competitors and should be included in the response to this Item. An example of two
companies that provide the same service in different ways is the company that
produces the yellow pages of the phone book and the company that operates an 800
number providing telephone listings.
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14. (a) Does the Company compete, or expect to compete, by price?
[]Yes [1No If yes, describe its competitive strategy.

If the Company’s strategy is to compete on price, you should describe the strategy. If
the Company has new technology that will allow it to compete on price, you should
generally describe how it will be done.

If competition is by price, disclose the price or price range of the product or service.
The price or price range of the product or service may be broken down in a number of
ways:

. the cost of the product or services;
. the market price of the product or service; or
. the negotiated price of the product or service.

Disclose if the product is at a stage of development in which it is too early for you to
determine its price. If the product has not been produced yet, discuss how you have
made the determination that the Company can compete on price? You will need to
explain how the Company will go about pricing the product.

14, (b) Does the Company compete, or expect to compete, by service?
[]Yes []1No If yes, describe its competitive strategy.

14.  (c) Does the Company compete, or expect to compete, on some other basis?
[]Yes [1No If yes, state the basis and describe the Company’s
competitive strategy.

If your response to both Items 14(a) and 14(b) is “no”, then you must explain on what
other basis the Company expects to compete. Other common bases of competition
include a unique product or service, a narrow market, or a product or service warranty.
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MARKETING

15. (a) Describe how the Company plans to market its products or services during the
next 12 months, including who will perform these marketing activities.

MARKETING STRATEGY v. TACTICS. You should describe how the Company
intends to make its products or services known to potential customers. Typically you
should disclose whether the Company will make direct sales at retail or wholesale, or
sell through distributors or franchises. You need not include every tactic the Company
intends to use in its marketing campaign. For example, if the Company will market its
product through advertising inserted in telephone bills, it is not necessary to disclose
the details of how many households will receive the advertising in each mailing.
However, if the advertising is targeted to a certain demographic group, this should be
disclosed. In general, it is the fact that the Company targets a particular group for
advertising that is relevant, not the details of the targeting method.

MARKETING STUDIES. You should not refer to marketing studies unless you show
that there is a basis to believe the marketing study is reasonable and accurate. You
should not disclose marketing studies that contain unfounded projections; if a reference
is made to a marketing study, you should set out the key assumptions, methods and
findings. If the Company has not conducted any formal or scientific marketing studies,
this fact should be disclosed.

If the Company has no marketing study or marketing plan, you should disclose this in
Item 1, Risk Factors.

‘ 15. (b) State how the Company will fund these marketing activities?

If marketing activities are to be paid for with offering proceeds, set out the expenditure
in Item 28, Milestones and in Item 30, Use of Proceeds. If the offering involves a
minimum and maximum amount, describe the marketing activities to be undertaken at
both the minimum and the maximum offering amounts.
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EMPLOYEES

16. @) State the number of the Company's present employees by type of employee (i.e.,
clerical, operations, administrative, etc.).

16. (b) State the number of employees the Company anticipates it will have within the
next 12 months by type of employee (i.e., clerical, operations, administrative, etc.).

DEFINITION OF EMPLOYEE. If a person is within the normal work group for the
Company's type of business, you should treat that person as an employee for
disclosure purposes regardless of what the Company calls the person (e.g., employee,
independent contractor, consultant).

You should disclose the number of the Company’s existing employees and the number
of employees the Company anticipates it will hire during the next 12-month period. The
number of employees the Company will hire will be dependent upon the amount of
money the Company anticipates it will have available to fund these positions.

Distinguish between employees to be added during the next 12-month period based
upon the success of the offering and the number of employees that might be added
regardless of whether the offering is successful. Distinguish between part time and full
time employees. In an offering with a minimum and maximum offering amount, set out
the number and type of employees (e.g., clerical, operations, and administrative) to be
added if the Company raises the minimum offering amount as well as if the Company
raises the maximum offering amount.

17. Describe the Company’s labor relations.

Discuss whether the Company has experienced any problems in finding and retaining
suitable employees and whether the Company anticipates any similar problems in the
future.

If any of the Company’s employees are subject to collective bargaining agreements,
you should disclose the nature of the agreements. Include the dates the collective
bargaining agreements expire.

If the Company's employees are on strike, or have been on strike in the past 3 years, or
are threatening to strike, describe the dispute.
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18. Indicate any benefits or incentive arrangements the Company provides or will provide to
its employees.

You should first cover those benefits that the Company is presently giving its
employees and then, those that it expects to give its employees in the future. If the
Company intends to offer benefits, disclose whether the board of directors or
stockholders must approve them.

Benefits or incentive arrangements can vary widely. Employee fringe benefits usually
cover medical insurance, dental insurance, life insurance, vacation leave, sick leave
and pension. Incentive arrangements include stock options, stock appreciation rights,
low cost loans, bonuses, deferred compensation, profit sharing plans, employment
agreements, commissions and royalties on product sales. Incentive arrangements in
small businesses more often benefit officers, directors and key employees.

Emphasize benefits to all employees or rank and file employees. Benefits that are
available to Officers, Directors and key persons only, should be disclosed in Item 83,
Compensation.

You should discuss stock purchase agreements, stock options, rights or warrants that
benefit current stockholders or employees in Item 101, Options and Warrants.

PROPERTIES

\ 19. @) Describe generally the principal properties that the Company owns or leases.

GENERAL. Item 19 (a) relates both to tangible property such as real estate, plant and
equipment, and to intangible property such as patents, licenses, copyrights,
trademarks, service marks, trade names, trade secrets, and other intellectual property
that the Company owns prior to the offering and will use in the business. Generally,
you should describe the important types of property the Company owns or leases.

Focus on the principal properties owned or leased. You should include only the amount
of detail necessary to inform investors as to the suitability, adequacy, productive
capacity and extent of utilization of the properties and facilities owned or leased by the
Company. Descriptions of real estate such as office or warehouse space should be on
a square-footage basis. You should disclose the location and character of the property,
if this is important to the offering.

If any of the Company's properties are not owned outright, you should disclose the
extent of the encumbrances or installment payments. If the terms of purchase
constitute long term debt, you should disclose this fact.
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You may need to disclose separately the Company’s property that is subject to
depreciation or obsolescence. If, for example, computer systems constitute an
essential part of the business plan, you should discuss obsolescence, replacement and
the method of financing replacements. If the Company does not have a plan for
replacing plant and equipment, you should disclose this fact.

LEASES. If the Company leases property, you should include a summary of the terms
under the leases, including the amount of payments, expiration dates and the terms of
any renewal options. If the Company has decided to lease instead of own its property,
you should disclose the reasons for the decision. A short term or annual lease raises
the questions: What if the Company cannot renew the lease? What will the Company
do next? What can the Company afford to do next?

INTELLECTUAL PROPERTY. Indicate the extent to which the Company's operations
depend upon or are expected to depend upon patents, copyrights, trade secrets,
know-how, or other proprietary information. Discuss how the Company will use
intellectual property, such as a patent, copyright or trade secret to become profitable.
Describe the steps the Company has undertaken to secure and protect this intellectual
property, including any use of confidentiality agreements, covenants not-to-compete,
and efforts taken to protect rights under state, federal and foreign laws. The Company
may find it costly to perfect and protect these rights. If such rights have not been
secured, you should disclose the cost and time period it will take to secure them.
Foreign rights, patents, trade secrets, trademarks and copyrights can exist, but such
protection does not always exist to the same extent as in the United States. You should
disclose any limitations on foreign rights, patents, trade secrets, trademarks and
copyrights. If important, you should discuss each right separately.

Additionally, you should disclose the value the Company has placed on these
intangibles and explain how the Company determined that value.

NEGATIVE DISCLOSURE. If the Company has chosen not to protect intellectual
property, you should disclose this fact and explain why the Company has chosen not to
try to protect its property.

DESCRIPTION OF TYPES OF INTELLECTUAL PROPERTY

Patent. A patent is a right granted by the government to make, use or sell an invention
for a period of years.

Copyright. A copyright is a right granted by the government to an “author” of a work in a
tangible medium for the exclusive publication, production, sale and distribution of the
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work. A “work” includes writings, literature, art, drama, motion pictures, and other
electronically produced materials.

Trade Secret. A trade secret consists of any formula, pattern, device or calculation of
information used in business to obtain a competitive advantage. The owner must take
precautions to keep the process or device secret. Examples of possible trade secrets
include, but are not limited to, blue prints, production formulas, manufacturing
processes, customer lists, price and cost information and computer programs.
Precautions might include confidentiality agreements and restrictions on access to the
information.

Know-how. Know-how usually means being able to perform successfully, known
processes that go to the heart of the production of the product or the operation of the
enterprise. For instance, a process may be known by only one employee. An example
is winemaking.

Trademark. A trademark is a word, logo, symbol, design or shape used on or in
connection with the sale or distribution of a company’s product.

Service Mark. A service mark is a word, logo, symbol, design or shape used to identify
or in connection with the rendering of a service.

Trade Name. The name of a company that is used in commerce.

LICENSE AGREEMENTS. A license is a grant of rights from the owner of a patent,
trademark, trade secret or copyright to another person. Summarize the principal terms
and expiration dates of any significant license agreements, including the amount the
Company expects to spend during the year. Disclose the relationships with the other
party under the license agreement. A license agreement may be exclusive or shared.
The Company must be certain before it uses the term "exclusive" license agreement.
License agreements often do not assign all of the rights and interests involved.

RISK FACTORS. Many possible risk factors arise out of the treatment, valuation and
protection of intangible rights. For example, essential computer software or customer
lists may become obsolete within a short period of time. Loss of a key employee may
be critical to the Company. Patent or trademark infringement actions either by or
against the Company may be very expensive and beyond the means of the Company.
You may need to include a general or specific risk factor with regard to the inability of
the Company to protect its intellectual property even though the Company has made
required filings under law or taken other precautions. If the Company decides not to
protect important intellectual property, disclose this fact in Item 1, Risk Factors.
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CONFLICTS OF INTEREST. In the event the Company has purchased or leased
properties from its officers, directors, stockholders or other key persons, disclose the
relationship and, if relevant, the conflict of interest. You also should disclose whether
the transactions were on terms at least as favorable to the Company as those generally
available from unaffiliated third parties.

\ 19. (b) Indicate what properties the Company intends to acquire or lease.

Generally, you should limit your answer to properties the Company intends to acquire in
the next 12 months. In addition to describing a proposed acquisition, you should
describe why it is being considered and how it will be accomplished. If property is to be
acquired with offering proceeds, set out the acquisition in Item 28, Milestones and Item
30, Use of Proceeds. If the offering involves a minimum and maximum amount,
describe properties to be acquired at both the minimum and the maximum offering
amounts.

Include the cost of such acquisitions and the sources of financing the Company expects
to use in obtaining these properties; whether by purchase, lease or otherwise. Address
whether the Company will have the cash, credit worthiness, or capital stock available to
purchase or lease the property. Disclose sources of financing available to the
Company other than the offering proceeds or bank financing.

If you disclose acquisitions of property, you should distinguish between mere intentions,
oral agreements, and written obligations.

If the Company has not yet identified properties to be acquired, you should disclose the
criteria or standards the Company will use to select and acquire the properties.

If no properties are going to be acquired, you should disclose that the Company does
not plan to acquire any properties in the immediate future.

In the event the Company is purchasing or leasing, or intends to purchase or lease,
properties from officers, directors, stockholders or other key persons, you should
disclose the relationship and, if relevant, the conflict of interest. Disclose whether the
Company has established a policy with respect to affiliated transactions.

RESEARCH AND DEVELOPMENT

20. Indicate the amounts that the Company spent for research and development during its last
fiscal year.
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Research is the planned effort of a company to discover new information to help create
a new product, service, process or technique or vastly improve a current one.

Research does not include market research and market testing as this activity relates to
the selling and marketing operations of the company. Development takes the findings
generated by research and formulates a plan to create the desired item or improve the
existing one.

Research and development implies a future benefit. You should disclose how the
knowledge gained through research and development will be valuable to the Company
and how the Company is likely to be able to derive a commercial benefit from that
knowledge. The Company might exploit the knowledge by producing the product or
offering the service or by licensing or selling the technology to others.

In discussing historical research and development expenditures, you must identify any
expenditures that relate to products or processes that the Company no longer expects
to pursue. Additionally, you should distinguish between cumulative research and
development and research and development for the last fiscal year.

If the Company has engaged in research and development and had revenues in the
last fiscal year, disclose the percentage of the Company’s fiscal year revenues these
amounts represent.

2. () Will the Company expend funds on research and development during the current
fiscal year? []Yes [1No

21 (b) If yes, how much does the Company plan to spend on research and development
during the current fiscal year?

\ 21.  (c) How does the Company intend to fund these research and development costs?

Disclose all sources of funding. If the Company intends to apply proceeds from the
offering to research and development costs, set out the use in Item 28, Milestones and
Item 30, Use of Proceeds. If the offering involves a minimum and maximum amount,
include the amount of proceeds to be applied to research and development at both the
minimum and the maximum offering amounts.

GOVERNMENTAL REGULATION

SCOR Manual P -22
Revised: September 28, 1999 age



22. @) Is the Company's business subject to material regulation by any governmental
agency? [] Yes [] No

22.  (b) Are the Company's products or services subject to material regulation by any
governmental agency?[ ] Yes [1 No

22. (©) Are the Company's properties subject to material regulation by any governmental
agency? [] Yes [] No

22. (d) Explain in detail any “yes” answers to Items 22(a), 22(b), or 22(c), including the
nature and extent of the regulation and its effect or potential effect upon the Company.

Concentrate on regulations that extend to the core of the Company’s business. Avoid
disclosing regulations that are not material or important to the Company’s business.
The key question is: Does the regulation have a substantial impact on the Company at
this phase of the Company's business? If the answer is yes, you should disclose it.

Regulations can be imposed on a company by federal, state, provincial or local
government agencies. In completing your response to this Item, you should first identify
the type of regulation and then, if it is material, disclose the impact of the regulation. In
determining the impact or the potential impact of regulation upon the Company,
consider whether a capital expenditure may be necessary, earnings may be curtailed,
the competitive position of the Company may be changed, or the continuation of the
business may be imperiled.

Discuss regulatory related expenditures that the Company anticipates will be significant.
If proceeds of the offering are to be used to pay for them, disclose the expenditure in
Item 30, Use of Proceeds.

If the Company is highly dependent upon compliance with a certain governmental
regulation in order to do business, disclose this fact in Iltem 1, Risk Factors.

If compliance with a certain government regulation is a key to the Company’s near term
profitability, you should include compliance with that regulation as a step in Item 28,
Milestones.

The Company must look at indirect and direct impact of a regulation upon the
Company's business, products or properties. An example of an indirect regulatory
impact would be a decline in the business of a company that makes wood pellets for
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wood pellet stoves due to the fact that its customers become subject to strict
environmental regulation for emissions.

23. (@) Is the Company required to have a license or permit to conduct business?
[] Yes [] No

23. (b) If yes, does the Company have the required license or permit?
[] Yes [] No

23. (c) If the answer to Item 23(b) is "yes," describe the effect on the Company and its
business if it were to lose the license or permit.

23. (d) If the Company has not yet acquired a required license or permit, describe the
steps the Company needs to take to obtain the license or permit. Estimate the time it will take to
complete each step.

To respond to this Item ask yourself the following questions:

* What licenses, permits or other authority does the Company already have?
* What licenses, permits or other authority must the Company have in order to
conduct business?

* How long will it take the Company to obtain the license or permit?
* What if the Company does not obtain the license or permit?
* What if the Company loses its license or permit?

If the Company is highly dependent upon obtaining a license or permit in order to do
business, this fact should be disclosed as a risk factor.

If obtaining a license or permit is a key to achieving profitability in the near term,
disclose that fact as a step in Item 28, Milestones.

COMPANY HISTORY AND ORGANIZATION

24. Summarize the material events in the development of the Company.
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Why was the Company started? What was the initial strategy of the Company? If the
strategy of the Company changed from its initial concept, explain.

If the Company history includes a merger, acquisition, spin-off, recapitalization, or other
similar corporate or company transaction, disclose that event.

25. Describe any recent stock split, stock dividend, recapitalization, merger, acquisition, spin-
off, or reorganization.

When you respond to this Item, you should cover the past five (5) years, or the period
the Company has been in existence, if less than five (5) years. If the Company recently
has undergone a stock split, stock dividend or recapitalization in anticipation of this
offering, describe the transaction (and adjust historical per share figures elsewhere in
this Disclosure Document accordingly). You should disclose major transactional and
financial milestones and include significant stock sales. State the purpose for each
transaction. If the Company has been in business for some time, the materiality of the
disclosure should be treated on a sliding scale. Earlier events should be disclosed only
if they are important and continue to be relevant.

26. Discuss any pending or anticipated stock split, stock dividend, recapitalization, merger,
acquisition, spin-off, or reorganization.

You should disclose any type of pending or anticipated corporate or company
reorganization.

27. State the names of any parent, subsidiary, or affiliate of the Company. For each, indicate
its business purpose, its method of operation, its ownership, and whether it is included in the
Financial Statements attached to this Disclosure Document.

CORPORATE STRUCTURE. You should answer this question so that the corporate or
organizational structure is clear to the investor. A chart showing the relationship
between affiliates may be a valuable supplement to narrative disclosure.

PARENT. Generally, a parent of the Company is a company that controls the
Company, directly, or indirectly through one or more intermediaries.

SUBSIDIARY. Generally, a subsidiary of the Company is a company that the Company
controls, directly, or indirectly through one or more intermediaries.

AFFILIATE. Generally, an affiliate of the Company is a company that directly or
indirectly through one or more intermediaries controls the Company, or is controlled by
the Company, or is under common control with the Company.
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A person is said to control a company when that person has the power to direct or
influence the direction of the management of the company through the ownership of
voting securities, by contract or otherwise.

METHOD OF OPERATION. To understand the risks of the investment, the investor
should know how the Company actually will be operated in relation to its parent,
subsidiaries or affiliates. Consider the following questions in preparing your response:

* In which company are the proceeds of the offering to be used?

* In which company are the significant assets to be held or deployed?

* Which company will have significant revenues and earnings ?

* How will earnings of a parent, subsidiary, or affiliate be distributed to or
benefit the Company?

» If a parent owns less than 100% of the Company, who owns the rest?

FINANCIAL STATEMENTS. If the Company has a parent, subsidiary or affiliate, you
should consider the effect of accounting standards. Generally, a company that controls
50% or more of the stock of another company must have consolidated financial
statements. If an affiliate is not included in the financial statements attached to the
Disclosure Document, or is included, and the financial statements are not consolidated,
you should include an explanation.
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MILESTONES

28. Describe in chronological order the steps management intends to take to achieve,
maintain, or improve profitability during the 12 months following receipt of the offering
proceeds.

If management does not expect the Company to achieve profitability during that time
period, describe the business objectives for that period and the steps management intends to take
to achieve those objectives.

Indicate the probable timing of each step.

PURPOSE OF MILESTONES. The Milestone Section lists step- by-step future events
that management believes must occur in order for the Company to become profitable or
to meet its business objectives, and describes the activity management will undertake
to complete each step. Your response to Items 28 and 29 should provide sufficient
information so that an investor is able to assess the likelihood that the Company's
resources will prove adequate to accomplish its goals.

MAJOR STEPS. List the major steps in your business plan. A company that is
opening a new business needs to describe the specific steps to open the business. For
example, you might list steps such as obtaining a state license; entering into
construction contracts; purchasing specific equipment; and hiring a specific number of
personnel. This example is particularly useful for development stage companies. It
outlines the important steps the Company must take to reach its goal of opening the
business.

The following are examples of typical milestones for small business offerings:

* acquiring a specific piece of equipment,

* registering a trademark,

e granting a license

* acquiring a specific contract for goods or services

» achieving a specific level of net sales,

* reaching a specific number of new markets,

* generating a specific level of manufacturing output,

» reaching a specific level of inventory purchases, or

» implementing the next stage of a business plan (e.g., hiring a marketing staff
and creating a new marketing department or creating a new production line).

METHOD OF ACHIEVING THE STEPS. You should describe what the Company must
do to complete each step. For example, if you have listed “obtain a patent on its
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product” as a Milestone, the expected manner of occurrence might be to hire an
attorney to file an application with the US Patent and Trademark Office. If you have
listed “purchase machinery” as a Milestone, the expected manner of occurrence might
be to contact a dealer in that type of machinery and to enter into a contract for its
purchase.

ORDER OF THE STEPS. List the steps of the Company’s business plan in
chronological order. To determine the sequence of disclosure here, ask the following
guestions:

* What are the most important things the Company must do?

* What things must the Company do first?

* What things are dependent upon others?

To the extent possible you should determine the “critical path” of the steps. What is the
last point in time when a step can take place or a condition can be fulfilled before the
entire plan is off schedule? What steps are dependent upon others? For instance,
should leasing the premises come before or after hiring staff and purchasing
equipment? Finally, you should not include past events in the Milestone Section.

The sequence of the steps also must be consistent with the Use of Proceeds Section,
Item 30. The Use of Proceeds Section sets out the categories and amounts of funds
for use by the Company. The Milestone Section shows the sequence in which the
Company will use those funds.

TIMING OF THE STEPS. You should disclose when each step will occur. While a date
may be given, it is preferable to state a range or number of months in which the
Company expects to accomplish the business objective. In addition, you should
indicate when the steps begin, such as upon completion of the minimum offering. The
period of disclosure should not exceed 12 months.

COST OF COMPLETION OF THE STEPS. You should indicate the monetary cost to
achieve each step. You may express this amount as a range. If the Company does not
have access to funds from sources other than the proceeds of the offering, your
response should track the Use of Proceeds table. If the Company will exhaust the
offering proceeds prior to completing a step, you should indicate whether the Company
has access to other sources of funds, identify the sources and disclose whether they
are contingent or firm.

BE SPECIFIC. You should be detailed in describing what the Company needs to do to
meet its business objectives. You should state a specific numerical amount or range
when you describe certain steps. -Examples of specific disclosure include:

“Reach sales of $100,000,” for a manufacturing and merchandising company;
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“Acquire 40 large account customers,” for a service provider; and
“Sign up 10,000 new subscriptions,” for a magazine publisher.

OPERATING COMPANIES. If the Company has already been operating for some time,
the Company's disclosure should accurately reflect:
» the current stage of the Company's business plan, and
* how the achievement of a particular business plan objective will have a
positive effect on the Company's operations or profits.

TABULAR FORMAT. Describe in tabular form:
* what the steps are,
* what the Company must do to achieve each step;
» the order in which the Company will perform each step,
» the time it will take to complete each step; and
* how much money the Company will spend to complete each step.

Example Milestone Table

Milestone or Step Expected Manner of Date, or Number of Months after Cost of
Occurrence or Method of Receipt of Offering Proceeds Completion
Achievement When Step Should be
Accomplished
Formation and Setup of Find and Lease Location for 2 months $150,000
Company Company, Purchase
Equipment, Hire Employees
Start Operations Purchase Materials, Start 2 — 4 months $250,000
Assembling Widgets
Start Marketing Phase Develop Sales Materials, Start | 2 — 4 months $200,000
Mailings and Product
Presentations
Reach Sales of 3,000 Finish and Ship Widgets 6 — 9 months $150,000
Widgets

29. (@ State the anticipated consequences to the Company if any step is not completed as
scheduled.

State the consequences to the Company if there are delays in achieving any of the steps
listed in Item 28. You should emphasize the effect on the Company's available funds. In
addition, state whether the steps in the Milestone Section are based on receipt of the
minimum or maximum offering proceeds. If the steps are based on receipt of the
maximum offering proceeds, you should also disclose the effect on the Company of
raising only the minimum offering amount.
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\ 29. (b) Describe how the Company will deal with these consequences.

After the Company states the probable consequences of delay, identify how the
Company will deal with the delays. If the Company has a liquidity problem, disclose how
the Company will cut down on expenses. If the lack of funding will impact the Company’s
business plan, provide detailed disclosure. For example, if the Company is unable to turn
a profit in the first year of operation, disclose that the “Company would have insufficient
funds to open the second store discussed in the Disclosure Document.”

NOTE: After reviewing management's discussion of the steps it intends to take,
potential investors should consider whether achievement of each step within the estimated
time frame is realistic. Potential investors should also assess the consequences to the issuer
of any delays in taking these steps and whether the Company will need additional financing
to accomplish them.
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USE OF PROCEEDS

30.  Show how the Company intends to use the proceeds of this offering:

If Minimum If Maximum
Sold Sold
Amount % Amount %
Total Proceeds $ 100% $ 100%
Less: Offering Expenses
Commissions and Finders Fees
Legal & Accounting
Copying & Advertising
Other (Specify):
Net Proceeds from Offering $ % $ %
Use of Net Proceeds
$ % $ %
$ % $ %
$ % $ %
$ % $ %
$ % $ %
Total Use of Net Proceeds $ 100% $ 100%

USE OF PROCEEDS SECTION. This Item requires you to disclose in a table how the
Company will use the proceeds from the offering. You start with the total amount of
the offering and show how much it is reduced by the offering expenses. Next show
how the Company expects to spend the Net Proceeds.

OFFERING EXPENSES. Calculate and disclose the direct costs associated with the
offering. These costs usually include: commissions, legal and accounting, printing and
copying, and advertising. Also disclose any miscellaneous fees and costs connected with
the offering, such as filing, consulting, impound and escrow accounts, travel, postage,
and sales meeting expenses.
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Carefully check the figures in this part of the Table to avoid mistakes. Make sure that the
percentages listed for the offering expenses are based on a percentage of the Total
Proceeds of the offering, not the Net Proceeds.

TOTAL NET PROCEEDS. In the second part of the Table, disclose in order of priority
the use of the Net Proceeds. Check the figures and percentages. Make sure the
percentages are based on the Net Proceeds of the offering.

SPECIFIC LINE ITEMS FOR THE USE OF NET PROCEEDS. Disclose the principal
purposes for the use of the net proceeds and the amount to be used for each purpose.
Consider using the following categories: leases, rent, utilities, payroll (by position or type),
purchase or lease of specific items of equipment or inventory, payment of notes, accounts
payable, etc., marketing or advertising costs, taxes, consulting fees, permits, professional
fees, insurance and supplies. The categories you use will depend on the Company's
plans. Replace general labels, such as marketing or research and development, with
specific items, such as purchases or salaries.

RELATED PARTY TRANSACTIONS. Disclose all payments that the Company will
make to any officer, director, principal stockholder, or key person. Include payments to
acquire assets from or to reimburse an officer, director, stockholder, or key person for
services already rendered, assets previously transferred, or moneys loaned or
advanced. Make sure that your answer is consistent with the information in Items 108
and 109. If the Company has contractual agreements with its officers or employees to
pay salaries, show those payments in this Item, unless the Company is profitable and
has on-going operations.

ALLOCATION OF THE NET PROCEEDS TO UNSPECIFIED PURPOSES. This
Disclosure Document is intended as a vehicle to raise capital for particular business
purposes. The net proceeds should be allocated to specific business purposes following
the Company’s business plan. In the event that the Company is in the development
stage and has no specific business plan or purpose, the Company may be disqualified
from using this Disclosure Document under the NASAA Statement of Policy Regarding
Small Company Offering Registrations (SCOR)(April 28, 1996). The Company may also
be disqualified from using this Disclosure Document if it allocates a substantial amount of
the offering proceeds to working capital or reserves.

ALLOCATION OF THE NET PROCEEDS TO ACQUISITION OF OTHER
BUSINESSES. If the Company is raising capital for a merger or acquisition, you need to
make specific disclosures about the planned acquisition. Simply reserving a substantial
amount of the proceeds for “acquisition of other businesses” is not sufficiently specific
and may cause the Company to be disqualified from using this Disclosure Document.
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If the Company has identified the business it intends to acquire, identify the business and
the status of any negotiations. Describe the business in detail and attach a copy of its
financial statements to the Disclosure Document. Disclose whether the enterprise has
business operations similar to the Company's core business and describe the business
plan for expanding the business. You may need to discuss the acquisition in other
sections of the Disclosure Document.

If the Company plans to use the offering proceeds to acquire another business but has
not yet identified a specific enterprise, disclose the type of business the Company is
seeking. Disclose whether the Company plans to acquire an enterprise with business
operations similar to the Company's core business and describe the business plan for
expanding the business. You may need to discuss the planned acquisition in other
sections of the Disclosure Document.

SETTING THE MINIMUM OFFERING AMOUNT. State law often authorizes the state
securities administrator to require the Company to set a minimum offering amount and
to place all offering proceeds into an impound account at a bank until a minimum
offering amount is raised. This ensures that the Company does not spend the offering
proceeds until a sufficient amount is raised to carry out the Company’s business
objective. Most small businesses are asked to set a minimum offering amount. If the
minimum offering amount is not reached, the offering will be cancelled.

How you set the minimum offering amount is important. If the Company needs the
proceeds to purchase a specific piece of property, or to complete a project, you must set
the minimum offering amount at (or above) the cost of the property or project plus the
costs of the offering. In some cases the minimum amount will be 100% of the offering
proceeds.

In other circumstances the amount of the required minimum may be difficult to determine.
In these instances, assess the Company’s cash needs under a variety of assumptions
and provide for a minimum based on its cash needs for the next twelve months under the
least favorable assumptions. In some cases the 12 month period may be too long or too
short. You will need to make adjustments for the time it takes to conduct the offering. For
many small companies the minimum offering amount is simply: How much money will the
company need to stay in business over the next 12 months?

To set the minimum, carefully review each item in the Use of Proceeds Section and the
Milestone Section and decide which expenditures and purchases the Company must
make to get the business plan off the ground, or to keep it from totally failing. With the
help of the Milestone Section, recheck the “critical path” to determine the minimum
amount of proceeds necessary.
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RIGHT TO CHANGE THE USE OF PROCEEDS. If the Company intends to change the
use of proceeds after the offering has started, you must reserve the right to do so. You
should discuss the alternatives under which the Company may alter the use of proceeds.

After the offering has started, a material change in the Use of Proceeds Section may
require the Company to offer a refund of money to investors who purchased before the
change. As a matter of course, material changes during the ongoing offering require the
Company to change the Disclosure Document on file with the securities regulators.

31. @) Is there a minimum amount of proceeds that must be raised before the Company
uses any of the proceeds of this offering?  [] Yes [] No

31.  (b) If yes, describe how the Company will use the minimum Net Proceeds of this
offering.

Do not respond to this Item if you answered “no” to Item 31(a).

Give a detailed breakdown of each item listed in the “Use of Net Proceeds” part of the
minimum offering column in the table in question 30. Describe each planned use in
sequence and in order of priority.

Be specific. For example, identify a building or piece of property to be purchased or
leased by its size, location, and the general terms of the purchase agreement or lease.
Identify each specific piece of equipment the Company plans to purchase or lease and
the general terms of the purchase or lease agreement. If the Company is hiring new
personnel, identify each position by title, salary, and expected hiring date.

If the Company plans to use any material part of the proceeds to discharge
indebtedness, describe the terms of that indebtedness, including the interest rates. If
the Company incurred the indebtedness within the current or previous fiscal year,
describe how it used the proceeds of the indebtedness.

Make sure that your answer to this Item is consistent with the information in Items 28
and 30.

31. (c) If the answer to Item 31(a) is “yes,” describe how the Company will use the Net
Proceeds of this offering that exceed the amount of the minimum offering proceeds.

Do not respond to this Item if you answered “no” to Item 31(a).
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Give a detailed breakdown of how the Company plans to spend the offering proceeds
that exceed the minimum offering amount. Describe each planned use in sequence
and in order of priority. Be specific and make sure that your answer to this Item is
consistent with the information in Items 28 and 30. See the discussion of Item 31(b) for
more specific instructions.

31. (d) If the answer to Item 31(a) is “no,” describe how the Company will use the Net
Proceeds of this offering.

Do not respond to this Item if you answered “yes” to Item 31(a).

Give a detailed breakdown of each item listed in the Net Proceeds part of the Maximum
offering column in the table in question 30. Describe each planned use in sequence
and in order of priority. What expenses will the Company pay first, after the offering
expenses? Be specific and make sure that your answer to this Item is consistent with
the information in Items 28 and 30. See the discussion of Item 31(b) for more specific
instructions.

When there is no minimum offering amount set, you may need to include a special risk
factor in Item 1 with respect to the use of the proceeds and the ability of the Company to
meet its business objectives. For instance, if only a small amount is raised, all or
substantially all of the offering proceeds may be applied to cover the offering expenses
and the Company will not otherwise benefit from the offering.

32. (3 Will the Company use other funds, together with the offering proceeds, to fund
any project or activity identified in Item 31? [1 Yes [1 No

\ 32. (b) If yes, state the amounts and sources of the other funds.

32. (© Indicate whether the availability of the funds is firm or contingent. If contingent,
explain.

FIRM OR CONTINGENT FUNDING. In this Item disclose whether the source of the
other funds is firm or contingent. You should disclose material conditions or contingencies
even if the agreements are called firm commitments. For example, the bank may have
promised its loan only if the Company completes the securities offering or hires a specific
manager. In the case of a bank line of credit, you must disclose that it is due on demand
or short notice and may not be available when the Company needs it. Likewise leases
may be terminated, sales of assets may fall through, and private investment loans may
never be made.
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What will the Company do or what will happen if the Company does not receive the other
funds? You should disclose whether or not the Company has a back up plan.

If the funds are critical to the business objectives disclosed or the continued operation of
the business, include the contingent nature of the financing as a risk factor.

NOTE: See the answer to Item 70 for information about proceeds used to
compensate sales agents. See the answer to Items 108 and 109 for information about
proceeds used to purchase assets from officers, directors, key persons, or principal
stockholders or their associates or to reimburse them for services previously provided or
moneys borrowed.

SELECTED FINANCIAL INFORMATION

NOTE: The Company has adjusted all numbers in this section to reflect any stock
splits or recapitalizations.

GENERAL

33.  What were net, after-tax earnings for the last fiscal year? (If losses, show in parenthesis.)

Total $
Per share $

EARNINGS PER SHARE. You should first disclose the total earnings (or losses) of the
Company and then disclose the earnings (or losses) on a per share basis.

Sample Calculation: Earnings per Share = Net after Tax Earnings + Outstanding
Shares = $183,246/863,020 = $0.22/Share

In disclosing the per share data, you must include all outstanding shares. In determining
what shares to include, you should include the shares outstanding prior to the offering
and should not include shares being offered in this offering. For the purposes of this Item
you are required to treat all outstanding options, warrants and rights as exercised. You
use the exercise price in the option or warrant agreement to determine the number of
shares to be issued. If the Company has issued a significant number of shares during the
year, you should check with your accountant to determine whether a weighted average
per share would be more appropriate. If so, you should disclose that the number reflects
the weighted average per share.
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FISCAL YEAR. You should disclose the after-tax earnings for the last fiscal year. The
net after-tax earnings for the last fiscal year should be available from the Company's
income statement. Even though the Company may not have operated for a full fiscal
year, you must still disclose, its earnings or losses. The disclosure for this Iltem should
reflect the fact that the Company has not been in existence for a full fiscal year, either
by setting forth the dates in a parenthetical or by narrative. A typical disclosure might
read: “The Company commenced operations in June 1999. The losses as of October
31, 1999 totaled $195,000.”

INTERIM ACTIVITY. If operations have substantially changed since the end of the last
fiscal year, you also should show those interim earnings or losses.

CHANGES IN FORM OF ENTITY. If the Company recently has reorganized or changed
the form of its business entity, such as from a sole proprietorship or partnership, you
should show the changes from the old entity to the new one.

LACK OF OPERATIONS. If the Company is a start-up or development stage company
that has had no operations, state: “The Company has not yet operated.”

ACCOUNTING REVIEW. Net after tax earnings must be based on generally accepted
accounting principles.

34. If the Company had profits, show offering price as a multiple of earnings.

Offering Price Per Share = (price/earnings multiple)
Net After-Tax Earnings Per Share for Last Fiscal Year

OFFERING PRICE/EARNINGS MULTIPLE. The price/earnings multiple simply reflects
the ratio of the offering price of the common stock (or other equity security) to the
Company's historical earnings. To respond to this Item use the earnings per share
calculation in Item 33 and take into consideration some of the other points discussed
under Item 33. The price/earnings multiple must be based on financial statements
prepared according to generally accepted accounting principles for the Company's last
fiscal year. If you disclosed interim earnings in Item 33, you should complete the
price/earnings multiple for the interim period.

Sample Calculation: Price/Earnings Multiple = Offering Price per share/Net After Tax
Earnings per Share $5.00/$0.22 = 22.7x

If the Company has no earnings, you cannot calculate the price/earnings multiple. In this
event, you should disclose that the Company was not profitable.
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CAPITALIZATION

35. Indicate the capitalization of the Company as of the most recent balance sheet date, and as
adjusted to reflect the sale of the minimum and maximum amount of securities in this offering

and the use of the net proceeds from this offering.

Amount Outstanding

As of: As Adjusted
/] (date) Minimum Maximum
Debt:
Short-term debt
(average interest rate __ %) $ $ $
Long-term debt
(average interest rate __ %) $ $ $
Total debt $ $ $
Stockholders equity (deficit):
Preferred stock - par or stated value
(by class of preferred — in
order of preferences)
$ $ $
$ $ $
$ $ $
Common stock - par or
stated value $ $ $
Additional paid in capital $ $ $
Retained earnings (deficit) $ $ $
Total stockholders equity (deficit)
$ $ $
Total Capitalization $ $ $
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Number of preferred shares
authorized to be outstanding:

Number of Par Value
Class of Preferred Shares Authorized Per Share

$
$
$
Number of common shares authorized: shares.
Par or stated value per share, if any: $

Number of common shares reserved to meet conversion requirements or for the issuance upon
exercise of options, warrants or rights: shares.

CAPITALIZATION TABLE. In the format provided, you must set forth the short and
long term debts owed by the Company, equity of the stockholders, paid in capital for
common and preferred shares, earnings retained or earnings deficits, and the number
of preferred and common shares authorized. You may want to ask your accountant to
help you with this Item.

COMPARISON TO FINANCIAL STATEMENTS. The figures in the Capitalization Table
must be consistent with those in the Company's most recent Financial Statements. If the
Company has mandatory redeemable preferred stock, include the amount of the
redemption in “long term debt” instead of under the preferred stock heading and so
indicate by footnote to that category in the Capitalization Table.

ANALYSIS OF FINANCIAL STATEMENTS. In addition to comparing the figures in the
Capitalization Table to the Financial Statements, you should check whether the
Company's balance sheet accurately reflects the Company's capitalization in accordance
with generally accepted accounting principles. You or your accountant should consider
whether debt is correctly classified as short-term or long-term, whether leases should be
capitalized, and whether a corporate combination should be treated as a pooling of
interest or as a purchase. See the Financial Statements in Item 118.

REVIEW OF AUTHORIZED CAPITAL. To answer the portion of this Item concerning
the number of shares authorized, you should refer to the articles of incorporation or
organization of the Company, and any amendments to the articles. Make sure your
answer to this Item is consistent with the current articles.
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DILUTION

36. () The price of the securities in this offering has been arbitrarily determined.
[]Yes [1No

RISK BASED ON ARBITRARY PRICING. If you have not done financial or market
analysis to arrive at the price, you should answer yes, that the selection of the offering
price was arbitrary. Even if you have considered certain financial indications of value,
such as net tangible book value per share or earnings per share, you still may want to
disclose that pricing is arbitrary.

If your answer is yes, disclose in Item 1, Risk Factors, that the Company arbitrarily
decided the offering price. The following are two examples of such risk factor disclosures:

Arbitrary Offering Price. The offering price of $5.00 per share was determined by
the Company and the selling agent. The price bears no relationship to established
value criteria such as net tangible assets, or a multiple of earnings per share and
accordingly should not be considered an indication of the actual value of the
Company.

Arbitrary Offering Price. The price for the shares of stock of this offering has been
established in an arbitrary manner and is not related to net tangible assets per
share or any price previously paid for the Company's stock by others. The price is
10 times that paid by the founders of the Company. The offering price may not be
justified by the ultimate results of operations of the Company.

\ 36. (b) If no, explain the basis on which the price of the securities was determined.

Disclose the various factors you considered in arriving at the offering price. Typical
factors include: the established public trading market that dictates the price; the net
tangible book value per share or the earnings per share (if the Company has any
earnings); the stock prices of other similar companies; or the amount of money required
by the Company to fund the product or project.
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\ 37. @) The net tangible book value per share before offering is: $

NET TANGIBLE BOOK VALUE PER SHARE. The net tangible book value of a
company is the accounting value of all assets on the balance sheet of the Company after
subtracting all liabilities and all intangible assets. Intangible assets that appear on the
balance sheet usually include such items as patents, copyrights, franchises, trademarks,
operating rights and goodwill. Various costs incurred in the formation of the Company are
also treated as intangible assets.

GAAP. You must base net tangible book value on the Company’s most recent balance
sheet prepared according to generally accepted accounting principles consistently
applied. Calculating the net tangible book value depends upon the integrity of the
balance sheet. If the assets or liabilities are improperly characterized, the net tangible
book value may be materially inaccurate.

COMPUTING NET TANGIBLE BOOK VALUE PER SHARE. To compute the net
tangible book value per share of common stock, you divide the total number of common
shares outstanding immediately prior to the offering, by the net tangible book value
related to common stockholders. The net tangible book value shall be computed based
on the latest balance sheet.

You should take into consideration any shares issued between the date of the last
balance sheet and the time of the offering when determining the number of outstanding
shares.

Sample Calculation: Net Tangible Book Value per Share =

Net Tangible Assets: $827,115
Less Total Liabilities: $684,260
Net Tangible Book Value: $142,855
Shares Outstanding (Before Offering): 524,920
$142,855/524,920 = $0.27/share

PREFERRED STOCK. If the Company has issued preferred stock, you must determine
the amount of the total net tangible assets (capital) attributable to preferred stockholders.
Subtract the net tangible assets attributable to preferred stockholders from the total net
tangible assets. The remainder is the net tangible assets available to common
stockholders.
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37. (b) For the minimum offering:
The net tangible book value per share after the minimum offering will be: $

The amount of increase in net tangible book value per share as a result
of receipt of cash from purchasers in this offering will be: $

The dilution per share to purchasers will be: $

37. (¢ For the maximum offering:

The net tangible book value per share after the maximum offering will be: $

The amount of increase in net tangible book value per share as a result

of receipt of cash from purchasers in this offering will be: $

The dilution per share to purchasers will be: $
38. For each share purchased in this offering a purchaser will pay $ but will
receive a share representing only $ in net tangible book value, if the minimum
offering is achieved, or $ , If the maximum offering is achieved.

The difference between the amount a purchaser pays for a share and the amount of net
tangible book value that share represents is the dilution to the purchaser.

39. In a table, compare the existing stockholders’ percentage ownership in the Company and
the consideration paid for that ownership with that of purchasers in this offering.
Average
Shares Purchased Total Consideration Price
Number Percent Amount Percent Per Share
Existing holders;
New Purchasers:
Minimum offering
Maximum offering

In this Table you compare the effective cash cost of the shares held by existing
stockholders to the contribution of the purchasers in this offering. The calculation of the
average price per share should be on a fully diluted basis.

40. Using the offering price of these securities, what value is the Company’s management
attributing to the entire Company before the offering?
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$

EVALUATION OF THE COMPANY. Multiply the total number of shares outstanding
before the offering by the offering price. For the purpose of this calculation assume that
all rights to convert into the shares of the Company have been exercised.

NOTE: You should consider carefully whether the Company actually has this value
at the present time. Some issues you should think about include: (1) the risks to which the
Company is subject before it achieves success (see Item 1, Risk Factors); (2) the exercise
prices of outstanding options (see Item 101); and (3) the prices that the Company’s officers,
directors, and principal stockholders paid for their shares (see Items 104 and 105).

MANAGEMENT'S DISCUSSION AND ANALYSIS OF CERTAIN
RELEVANT FACTORS

41. Is the Company having or does the Company anticipate having within the next 12 months
any cash flow or liquidity problems? []Yes [1No If yes, explain.

CASH FLOW PROBLEMS. If the Company is having current cash flow problems, you
need to explain what is causing those problems and what the Company intends to do
about them. If the Company anticipates having any cash flow problems in the next twelve
months, you should explain the anticipated problems and what the Company intends to
do about them.

In completing this Item, you should focus on the possibility that everything will not go

according to plan. You also should consider whether the minimum offering amount is
adequate to give the Company a reasonable chance of surviving a cash flow problem
within the next twelve months.

PREDICTING FUTURE CASH FLOW. To predict whether the Company will have future
cash flow problems, you need to do a cash flow analysis. You should start by considering
the Company’s stage of development and the extent to which it intends to change its
operations in the near term. How fast will it burn up the money from the offering together
with any funds available to it from other sources? When will the Company begin
production of its product? When will it begin to sell its product or its services to the
public? What level of sales must it achieve to reach its break even point?
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You should be prepared to discuss your fixed costs. Rent is often a fixed cost as is
depreciation of equipment. Variable costs are much more difficult to estimate for a
Company that has not begun production. You should estimate your variable costs.

Until the Company can pay its expenses from its own operations, it will need some other
source of funds to pay those expenses. Salaries are one of the main expenses the
Company will have to pay. The discussion of the Company's work force in answer to
Items 16, 17 and 18 should provide indications as to its cash needs. Items 83 and 84,
dealing with compensation to officers, directors, and key persons, also are relevant. If
officers and directors will be drawing salaries from the proceeds of the offering, how long
will they be allowed to do so at their proposed rates of pay?

You should discount the possibility of substantial contributions from operations to the
Company unless the results of the Company's prior operations demonstrate its earning
power. Even if the Company is currently profitable in limited operations, you should
consider the effect of any proposed expansion of the scope of those operations, including
the addition of new product lines and new processes on the Company's cash flow.
Coordinate the prediction of future cash flow with Items 28 and 29, Milestones.

42. (a) Is the Company in default of the terms of any note, loan, lease, or other
indebtedness or financing arrangement requiring the Company to make payments?
[]Yes [ ] No

42. (b) If yes, explain, identifying the creditor stating the amount in default or the term
that the Company has not complied with, and describing any consequences to the Company
resulting from the default.

43.  Are asignificant amount of the Company's trade payables more than 90 days old?
[]Yes [ ] No

44, Is the Company subject to any unsatisfied judgments, liens, or settlement obligations?
[]Yes [1No If yes, state the amounts.

\ 45, Describe the Company's plans to resolve the problems identified in Items 41 - 44.
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PLANS TO RESOLVE EXISTING OVERDUE OBLIGATIONS. If the Company has
existing overdue obligations to persons other than insiders that it will not pay before the
completion of the offering, you may want to include in the amount of the offering the sum
necessary to pay these obligations. In this case you would also disclose the payment of
the obligations in the use of proceeds for the offering. As to the obligations to insiders,
you would disclose any plan to defer payment on these obligations.

46. (a) Do the Company's financial statements show losses from operations?
[]Yes [1No

46. (b) If yes, explain the causes underlying these losses and what steps the Company has
taken or is taking to address these causes.

CAUSES OF LOSSES FROM OPERATIONS. If the Company has shown losses from
operations, you need to explain the causes of the losses and how the Company has or
expects to address these causes. Why does the Company believe that its losses will not
continue? Is the Company going to change its competitive strategy? Is the Company
going to introduce a new product? Is it going to change its manufacturing or service
delivery process? Is it going to trim its general and administrative expenses? Is it going
to launch a new marketing program to attempt to achieve a sales level that will allow it to
break even? It may be useful to review your answers to the Business and Properties
Section, especially Items 13, 14, and 15.

This Item is not applicable if the Company’s Financial Statements do not show losses
from operations. You should, however, be sure that you are properly applying the
definition of “losses from operations.” Generally, the definition means the loss before
interest expense, interest income, or gains, and losses on sales of assets, and other
extraordinary items.

If one or more of the Company's promoters has operated a predecessor or similar
business that failed or was abandoned, address how the Company intends to avoid a
similar fate. The probability of continuing losses 